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Presentation Outline

Introduction: Discussion on potential side-effects of monetary policy

Two Questions Regarding Income and Wealth of Euro Area Households

Question 1: How did interest income of households develop in times of ultra-
loose monetary policy? Potential determinants?

Question 2: Did households change their financial portfolio structure?             
If so, how?

Conclusion
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Motivation & Introduction
Potential side-effects of monetary policy

Mario battles the Wutsparer
The Economist, 2016

ECB to kill savers with
negative rates

The daily economist, 2014
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Are the low interest rates impacting on 
your saving behaviour?

Source: Marek (2017).

Motivation & Introduction
Worries regarding ultra-loose monetary policy

Low, zero or negative interest rates are supposed to…

(1) … discourage households from saving mixed evidence
Attanasio / Weber (1995), Gräf / Rakau (2013) etc.  positive correlation
Aron et al. (2012), Geiger et al. (2016) etc.           negative correlation
Cohn / Kolluri (2003) etc.                                      no correlation

Aizenman et al. (2016): Rates below thresholds special?  It depends

(2) … lower their income from financial assets limited evidence
Dobbs et al. (2013), Holzhausen / Sikova (2014), Rösl / Tödter (2016) etc. 
 Interest income losses based on hypothetically higher rates

(3) … incentivise investments in riskier assets very limited evidence
Beer et al. (2016), Marek (2017)    HFCS data suggests that low interest rates

induced higher risk-taking

Weak
corre-
lation
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Motivation & Introduction

Purpose of the paper
Contributes to discussion by providing stylised facts of households’ income & wealth

(1) How did interest income of households develop in times of ultra-loose 
monetary policy? Potential determinants?

(2) Did households change their financial portfolio structure? If so, how?

Approach and datasets
Exploit recent extensions of consistent national and financial accounts data

Key results
(1) Net interest income generally changed with monetary policy stance
 Extent and shape varies significantly across countries!

(2) Portfolio developments less diverse
 From a macro perspective, no increase of risk-taking!

Purpose, datasets and results
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Question 1: Interest Income of Households

Question 1

How did interest income of households develop in times of 
ultra-loose monetary policy? Potential determinants?
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Question 1: Interest Income of Households
Relevance of interest income

Source: Eurostat and own calculations.
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Source: Eurostat, ECB as well as own calculations.
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Source: Eurostat, ECB as well as own calculations.

Question 1: Interest Income of Households
Interest income over time
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If it‘s not mainly monetary policy – what is?

Three potential determinants for diverging developments

1. Level / structure of financial wealth and liabilities
Relevance of interest-bearing assets, proportion of long-term deposits, debt 
level over time, issuers of held debt securities / shares etc.

2. Interest rate fixation of financial liabilities
Fixed vs. variable rate loans, changing modalities, reference rate etc.

3. Transmission of monetary policy
Reaction of banks‘ interest rates to policy rate changes

Question 1: Interest Income of Households
Potential determinants
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Source: Eurostat, the ECB and own calculations.

Interest-bearing assets and debt of euro area households
In % of disposable income, as of 2016
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Source: The ECB, Eurostat as well as own calculations.
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2. Interest rate fixation of mortgages varies significantly across countries

3. Transmission of monetary policy: cross-country differences
Crisis increased cross-country heterogeneity of transmission of policy rate changes 
(Illes and Lombardi, 2013; Mandler et al., 2016).

Question 1: Interest Income of Households
Potential determinants: (2) interest fixation & (3) transmission
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Question 2: Households financial portfolio

Question 2

Did households change their financial portfolio structure? 
If so, how?
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Question 2: Households financial portfolio
Risk profile of financial portfolio
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Question 2: Households financial portfolio
Relevance of foreign issuers
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Question 2: Households financial portfolio

Motivation: Worries about potential side-effects of monetary policy

Q1: How did interest income of households develop in times of ultra-loose 
monetary policy? Potential determinants?
 Households interest income (net) not as low as critics suppose
 Diverse developments; in FR, DE and ES, significantly lower in the past
 Data suggest that monetary policy of minor importance
 Balance sheets, interest fixation and transmission likely more important

Q2: Did households change their financial portfolio structure? If so, how?
 Similar developments across countries
 Risk-taking decreased – everywhere

Data suggest that worries seem to be exaggerated in this regard.

Conclusion
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Appendix
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